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BOARD OF GOVERNORS 

O F T H E 

FEDERAL RESERVE SYSTEM R-629 
W A S H I N G T O N 

A D D R E S S O F F I C I A L C O R R E S P O N D E N C E 
T O T H E B O A R D 

March 16, 1940. 

Dear Sir: 

There is enclosed for your information a 
statement containing excerpts from the bunk rela-
tions reports submitted by the Federal Reserve banks 
for the month of February 1940 in response to the 
Board's .letter of August 25, 1936 (X-9680). 

tachea to the enclosed statement showing the number 
of applications for membership received by the Board 
during the past two months and the aggregate deposits 
of the applying banks. With the thought that the Re-
serve banks would be interested in receiving current 
information with regard to membership activity in 
other districts, similar tables will be distributed 
in this way each month. 

It will be noted that a table has been at-

Very truly yours 

L. P. Bethea, 
Assistant Secretary 

Enclosure, 

TO THE PRESIDENTS OF ALL FEDERAL RESERVE BANKS. 
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Applications for Membership Received 

by the Board during 1940 

February Thi s Year 
District Number Deposits Number Deposits 

Boston — _ 
New York - - - -

Philadelphia - — 1 | 400,000 
Cleveland 2 #3,300,000 4 7,700,000 

Richmond 4 4,800,000 4 4,800,000 
Atlanta - - - -

Chicago 2 500,000 4 1,000,000 
St. Louis 2 1,500,000 4 2,500,000 

Minneapolis — - «. _ 
Kansas City 1 600,000 1 600,000 
Dallas w 

- 2 1,300,000 
San Francisco - — - — 
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March 15, 1940 

Not for publication 

EXCERPTS FROM BANK RELATIONS REPORTS 
FOR THE MONTH Of FEBRUARY 1940 

BOSTON 

Seventeen member banks were visited during February. No 
large cities are included in the itinerary, most of the points being 
small trading centers and sites of one or more manufacturing con-
cerns. 

Retail trade at most points was reported to have fallen 
off seasonally during the past sixty days; all manufacturing con-
cerns were reported to be operating full time with no recent appre-
ciable changes in pay rolls. 

The reception was cordial and friendly at all bsales visited. 
No general complaint was heard with respect to the loan demand, the 
investment market or the operations and policies of the Federal Re-
serve System. 

NEW YORK 

During the month of February 209 banks were visited, of 
which 149 were member banks and 60 were nonmetnber banks. 

Essex County, New Jersey 

Deposits of the commercial banks aggregate $470,439,000 and 
are approximately $35,000,000 higher than six months ago, the increase 
being quite well distributed among the banks in the group. The only 
bank which has shown any real downward trend in deposits is a small 
institution which discontinued paying interest on its savings depos-
its last year, the amount of the decrease being about $120,000. De-
posits of the savings institutions on the other hand now total about 
$174,575>000 as compared with $179,308,000 on Juno 30 last, a decrease 
of approximately $5,233,000 which has affected all eight savings banks. 
The mandatory reduction in the interest rate on savings deposits to 1 
per cent in New Jersey is given by the officers of these institutions 
as the principal reason for the withdrawals. They say that following 
the reduction in rate on July 1, 1939, there was a definite downward 
trend, much of the funds withdrawn finding their way into New York 
City savings banks or being placed in some form of investment yield-
ing a higher return. An officer in the largest savings bank, the 
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Howard Savings Institution, estimates that their loss has been about 
1.3 per cent and the average for all New Jersey savings banks 1.6 per 
cent, the percentage being higher in some of the smaller outlying 
banks. It is now believed that this downward trend has stopped, but 
there appears to be little prospect of a deposit increase in the near 
future in view of the low interest rate. 

Commercial bankers in this area in general express approval 
of the action of the Commissioner of Banking and Insurance on July 1 
last in fixing the maximum interest rate that may be paid on savings 
deposits at 1 per cent, and commend the move as a constructive one, 
believing it will give the banks a breathing spell during which many 
will have an opportunity to improve their condition and build up their 
capital funds. While some savings bankers concur in this viewpoint, 
others are decidedly opposed to the 1 per cent rate, feeling that it 
is too low and is not needed in their case. 

Member bankers in this area are friendly toward the Federal 
Reserve System and offer no criticism of its policies. A few report 
that they have run into difficulties in checking back differences in 
our cash letters because the items have not been received in the same 
order as listed due to the new system we are trying out in connection 
with our transit department operations. Nonmember bankers in this 
county, while friendly, do not show any real interest in Federal Re-
serve membership at this time. Most of these banks probably could 
not qualify without making some immediate charge-offs which they pre-
fer to do more slowly; and others have low capital ratios or insuf-
ficient capital. The executive officer of one nonmember bank stated 
that he could see no advantage in msnbership as it would mean addi-
tional work for him in the way of reports and in the observance of 
new regulations. 

Bankers say that business in general is showing signs of 
slowing up due, they think, to the fear that this country may be drawn 
into the war and also to political uncertainties in connection with 
the coming national election. 

Hudson County, New Jersey 

According to the published statements as of December 30, 
1939, the twenty-four commercial banks in this county had deposits 
aggregating $328,040,000 of which $214,250,000 was held by the fif-
teen member banks and $113,790,000 by the nine nonmember institutions, 
and the four savings banks had combined deposits of $75,107,000. The 
savings banks and most of the commercial banks have experienced a 
gradual seepage of savings deposits since the mandatory order reducing 
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the interest rate to a maximum of 1 per cent became effective 
throughout the State last July 1; and it is said that the funds 
withdrawn have been invested in United States Savings Bonds to a 
considerable extent, or deposited in New York savings banks where 
the rate of interest paid continues at 2 per cent. Many officials 
indicate that the mandatory reduction in rate has been of great 
benefit to the earnings of their institutions and regard it as 
being a very constructive move on the part of the State banking 
authorities. The president of the largest savings bank in the 
county, however, remarked that his institution could easily af-
ford to pay the 2 per cent rate and thereby meet the competition 
of the savings banks located across the Hudson River in Manhattan. 

A number of commercial banks are limiting the amounts on 
which interest is paid on savings deposits, ten of them requiring a 
free balance of $100. The following rates are now being paid by 
the banks in the county: 

No. of Banks Rate 
16 (including the 4 1 per cent on the entire balance 

savings banks) 
9 1 per cent above a free balance 

of #100 
1 1 per cent on balances above $100 

up to $5>000, and 1/2 per cent 
on any excess 

1 1 per cent on balances up to 
$10,000, and 1/4 per cent on 
any excess 

1 1 per cent on the first $5,000, 
1/2 per cent on the next $5,000 
and 1/4 per cent on any excess 

28 over $10,000. 

United States Governmoit securities continue to be the 
largest single item in the assets of most banks, and for a long pe-
riod all new purchases have been confined largely to this class of 
securities. A number of bankers indicate a desire to increase the 
earnings of their institutions but hesitate to make new bond pur-
chases at present high prices, preferring to hold sizeable amounts 
of idle cash so as to take advantage of any opportunity to purchase 
bonds at lower levels. In this connection the president of one of 
the largest trust companies in the county (deposits $54,000,000) 
remarked that his institution has sold some medium term United 
States Government bonds and reinvested a lesser amount in longer 
term Government obligations bearing a higher yield, the purpose of 
the switch being to increase cash without any sacrifice in earnings 
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Loan portfolios which were formerly the most lucrative 
source of bank earnings continue to decline. The majority of banks 
report that their large industrial and business customers are not 
seeking any credit and that most loans granted are of relatively 
small amounts. Two banks in the county have adopted a new plan of 
granting personal loans up to $$00 to people who have steady jobs, 
without co-makers, endorsers, or collateral. Under this arrange-
ment the credit risk is investigated thoroughly and it is required 
that the applicant have an unbroken employment record for at least 
three years; otherwise a satisfactory endorser or other collateral 
must be furnished. 

The president of a large member trust company referred to 
the fact that he has three directors whose joint service with other 
banking institutions comes within the prohibition of Section 8 of 
the Clayton Act, and expressed satisfaction that, under a recent 
extension of time, these men may continue to serve until June 1, 
1940. He says he hopes in the meantime that the law will be amended 
so as to permit interlocking bank directorates in cases where the 
directors have served continuously since August 23, 1935* He re-
marked that, before the last extension of time was granted on Feb-
ruary 1, 1940, he approached three individuals who are heads of 
corporations that are good customers of his bank to become direc-
tors, and said that all of them refused to serve, giving as a rea-
son that they find it necessary to devote their entire time to their 
own business affairs. He contends that this is a good example of 
the present day difficulties of obtaining new directors of proper 
experience and capacity, and that banks should be permitted to re-
tain the men now serving on their boards. 

Another banker expressed the opinion that a good deal of 
the difficulty today with our banking system is over-regulation and 
supervision by the banking authorities, which he claims has hindered 
banks in making loans that would otherwise be granted to the smaller 
type business concerns, and that this has led to agitation for pos-
sible legislation such as is being discussed in connection with the 
proposed Mead Bill. He maintains that banks in this county are do-
ing all they can to clean up their substandard assets and build up 
a satisfactory capital structure, but points out that earnings have 
been adversely affected by the easy money policy of the Government 
so that the return on investments is not as large as foimerly, and 
that extra expenses have been incurred due to Social Security taxes, 
the Wage and Hour Law, etc. 

Greene, Orange, Rockland, Sullivan, and Ulster Counties, New York 

These five counties are situated in the southeastern part 
of New York State. Since our last report of visits to banks in this 
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area, the Nyack National Banlc and Trust Company has been converted 
(January 31, 1940) into a State institution, retaining its member-
ship in the Federal Reserve System. There are seventy-six banking 
institutions in these five counties—fifty-nine members, five non-
members, and twelve savings banks. One member trust company oper-
ates a branch, in its home city. 

Deposits of the sixty-four commercial banks total 
$109,213,000 of which $65,796,000, or approximately 60 per cent, are 
savings accounts. Deposits of the twelve savings institutions ag-
gregate ^80,712,000 and reflect an increase during the past year of 
about 1 per cent as compared with a gain of 2.8 per cent shown by 
the commercial banks. All the savings institutions continue to pay 
the maximum rate permitted by regulations of the New York State 
Banking Department—2 per cent on balances up to $7,500—but there 
have been further decreases in the rates paid by the commercial 
banks, which are now es follows: 

No. of Banks Rate 
18 2 per cent on entire balance 
2 Old accounts: 2 per cent on first $7,500, and 

Ijg per cent on any excess. New account,1;: 1-& 
per cent on first 1-7,500, and 1 per cent on 
any excess 

2 2 per cent on first $3,000, and l| per cent on 
any excess 

1 2 per cent on first $1,000, no interest on any 
excess 

30 lg per cent on entire balance 
2 lA per cent on first $7,500, 1 per cent on next 

$7,500, no interest on any excess 
1 lg per cent on first $7,500, no interest on any 

excess 
1 ij per cent on first $5,000, no interest on any 

excess 
7 Do not accept interest bearing accounts 
64 

The security accounts of the commercial banks aggregate 
|52,lo0,000 of which $29,970,000, or about 57 per cent, are obliga-
tions of the United States Government. Portfolios of the savings 
banks amount to 131,696,000 and include ̂ 19,355,000 'United States 
Government issues representing approximately 6l per cent of the 
total. Compared with the figures of one year ago, total Government 
issues held by all banks have decreased 13.2 per cent and their hold-
ings of other bonds 11.5 per cent. While these decreases are to 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



110 

—6— R-629-& 

some extent due to frightened selling just previous to, or at the 
time of, the outbreak of the European war, they are more generally 
attributed to a desire on the part of a considerable number of banks 
to dispose of certain substandard corporate issues and to offset the 
losses so incurred with profits taken on United States Government 
bonds. Officers of several institutions state that they are gradu-
ally disposing of all corporate issues in pursuance of a plari to 
eventually confine security investments to United States Government 
obligations. Among the smaller banks the United States Savings 
Bonds, up to the $7,500 maximum, are an increasingly popular in-
vestment medium; and a number of officers expressed satisfaction 
with the $$,000 preferred allotment feature which was provided for 
in the offering of United States Treasury bonds last December. 
Some, however, object rather strongly to the registered requirement 
and others to the delayed delivery, believing both of these provi-
sions to be unnecessary. 

Loans of the commercial banks now total $41>457,000 having 
increased 8 per cent during the past year, largely as a result of 
greater effort in reaching out for personal add consumer credit 
loans, as well as for those secured by mortgage or life insurance 
collateral. 

Comments of bank officers regarding the Federal Reserve 
System and the Federal Reserve Bank of New York were favorable, 
their criticisms being generally directed at Governmental policies. 
The president of one bank expressed considerable pessimism as to 
the future of United States Government bonds, but another is of 
the opinion that, in view of the large amount of such issues which 
are closely held by individuals, institutions, life insurance com-
panies, and other banks, the price can be controlled by the Treas-
ury Department and the Federal Reserve Open Market Committee, 
Continued Government spending, the distribution of relief funds to 
unworthy individuals in the community, and the activities of var-
ious Federal lending agencies which compete with the banks, all 
come in for their share of criticism, one executive stating that 
practically every piece of recent Federal banking legislation has 
"cost the banks money". The president of one bank who is also vice 
president of a savings institution located in the same city, is 
very much perturbed over the failure of real estate to show any ma-
terial recovery, and stated that in his opinion this is the most 
alarming feature of our present economic situation. 
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There appears to be general dissatisfaction with provi-
sions of the Wage and Hour Law among bank executives in this ter-
ritory, although the majority have so far been able to confine the 
work of employees to the present forty-two hour requirement, with 
the payment of little or no overtime. Objections are based princi-
pally upon the premise that the law unduly restricts ambitious em-
ployees who do not care to "watch the clock", and penalizes a class 
of employers who have always been accustomed to grant full pay to 
their help during periods of illness, vacations, and occasional days 
off. Practically all bank executives were astonished by the favor-
able reaction of their customers toward year-round Saturday closing, 
as evidenced by the recent vote taken under the auspices of the New 
York State Bankers Association; and many now hope that legislation 
to that end will be enacted. If this should come about, the bank 
officers generally feel that there will be no difficulty presented 
thereafter by the Wage and Hour Law, and that it will not become nec-
essary to consider further the possibility of adjusting their pres-
ent schedules of banking hours. 

The nonmember banks of these counties do not appear to be 
giving serious thought to the subject of membership in the Federal 
Reserve System. The executive officer of one bank which a year ago 
seemed to be a likely prospect, has decided, after discussing re-
quirements with some of our officers, that the necessary write-offs 
would be too drastic, and that he would prefer to distribute them 
over an extended period and perhaps apply for membership after this 
is done. 

RIILADELPHIA 

During February 126 banks were visited, of which 80 were 
member banks and 46 were nonmember institutions. 

Delaware 

With the exception of the strictly farming communities, 
conditions throughout the State show a substantial improvement as 
compared with those existing a year ago. Moat industrial establish-
ments have been operating full time and, although there has been a 
slackening in activity since the first of the year, bankers said 
they believed that the decline will be of short duration. At one 
of the larger plants, which sells the major portion of its output 
to foreign countries, production is expected to be curtailed because 
of the risks involved in ocean shipping. 
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Credit demand, generally, is only fair but those banks 
situated in the lower portion of the State are reported to be re-
ceiving a good demand for mortgage money. This is attributed to 
the large residential building program which hat> been under way 
since the new nylon plant of the E. I. du Pont DeNemours Company 
was started at Seaford in the latter part of 1958, 

Total resources at all banks are approximately $42,000,000 
greater than in April, 1939, reflecting the greatly increased cor-
poration deposits at Wilmington banks. 

Interest rates paid on time deposits are as follows: 

18 banks pay 2-1/2 per cent, 
32 banks pay 2 per cent. 

Delaware County, Pennsylvania 

This county is in the extreme southeastern corner of 
Pennsylvania. Many of its communities are within the Philadelphia 
suburban area and are primarily residential in character. Indus-
trial activities have shown considerable improvement since a year 
ago. The Sun Shipbuilding Company is employing about 5,000 persons 
at present, and indications point to a heavy working schedule for 
some time to come. The Baldwin Locomotive Works is operating 
steadily and compared to a year ago shows an increase in the number 
employed. The oil refineries at Marcus Hook also are operating 
steadily. 

Poor investment opportunities cause numerous comments by 
the individual bankers who are, for the most part, inclined to be 
somewhat pessimistic concerning the future. While depreciation 
still exists at some banks, most of the investment accounts show 
appreciation. New securities purchases are being confined largely 
to Government issues. 

Total resources show an increase of $3,421,000 since last 
April, most of which results from increased time deposits. Savings 
accounts bear the following rates of interest: 

1 bank pays 2 per cent on the first f1,000, 1-1/2 per 
cent on the next $4,000, and 1 per cent on all bal-
ances over $5,000. 

4 batiks pay 1-1/2 per cent. 
10 banks pay 1 per cent. 
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Chester County, Pennsylvania 

A large percentage of the loans being granted in this 
county are for small amounts and as a result, several bankers are 
considering the installation of small loan departments. 

Total resources of all banks are about $1,700,000 
greater than in April, 1939. 

Interest rates pai d on time deposits are as follows: 

1 bank pays 2-1/2 per cent. 
13 banks pay 2 per cent. 
2 banks pay 2 per cent on the first $5,000 
and 1-1/2 per cent on all amounts over 
$5,000. 

3 banks pay 2 per cent on the first $.1,000 
and 1-1/2 per cent on all amounts over 
$1,000. 

3 banks pay 1-1/2 per cent. 

Montgomery County, Pennsylvania 

Depreciation of securities continues to be the chief prob-
lem for most banks in this county. Several bankers reported that 
they were anxious to liquidate the bond portfolio, particularly 
railroad holdings. 

Credit demand for the most part has been light, Several 
banks have been active in the small loan field and considerable at-
tention is being given to new car financing. EHA mortgages are in 
general favor either as a loan on local properties or for purchase 
as an investment. Loan liquidation is generally satisfactory. 

Deposits continue to grow and resources for the county 
show an increase of $6,846,000 since May of last year. The fol-
lowing rates of interest prevail: 

16 banks pay 2 per cent on savings accounts 
16 banks pay 1-1/2 per cent on savings accounts 
2 banks pay 1 per cent on savings accounts 
1 bank pays 1-1/3 per cent on #1,000 and 1 per cent 

on the balance 
1 bank pays 1 per cent on $1,000 and 1/2 per cent on 

the balance 

The secretary and treasurer of a nonmember trust company 
with deposits in excess of $10,000,000 said that his board of 
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directors had often spoken of membership, but were unable to see 
any advantage in joining the System. This institution is permitted 
by State law to purchase preferred stocks and now holds a selected 
list which produces a good income and shows a handsome appreciation. 
Having to forego the privilege of such investments is probably the 
greatest barrier to membership. Furthermore, by conducting the 
bank in accordance with the general objectives and regulations of 
the System, the management feels that it is furthering good banking 
practice without subjecting itself to further restriction. 

Membership was discussed with several nonmember bankers 
during the month and the reception accorded the subject was friendly 
Several expressed a desire to discuss the matter further and at the 
request of one banker, two of our officers visited his bank to dis-
cuss membership with the management. 

CLEVELAND 

During the month of February 182 banks were visited, of 
which 103 were member banks and 79 were nonmember banks. 

One member bank has suggested (other banks have hitherto 
made the same suggestion) that it would be a fine service if all 
Federal Reserve banks worked together on safekeeping of securities, 
particularly if securities which member banks wished held for New 
York delivery could be deposited with Federal Reserve Bank of New 
York. The practical difficulties involved in working out such a 
plan were explained. 

One bank has shown a sharp increase in loan totals attrib-
uted entirely from lowering the rate from 6 to 5%. This action, 
the member banker stated, is bringing back customers who have been 
borrowing from insurance companies and ether lending agencies. 

State member banks in Ohio are again complaining of the 
lack of uniformity in reports of condition to be filed with the Fed-
eral Reserve bank and the State Banking Department. 

The president of a large trust company in Pennsylvania 
(uninsured) said it would not pay for his bank to belong to the Fed-
eral Deposit Insurance Corporation since his depositors would be in-
sured for such a small proportion of deposits. He stated that if 
F.D.I.C. assessments were properly calculated he might join the Fed-
eral Reserve System. 

Another large trust company in Pennsylvania has considered 
the subject of membership and said that they see no particular 
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advantage in it at this time. They also expressed a fear of in-
creasing the number of reports that may be required. 

RICHMOND 

During February 35 banks were visited, of which 24 were 
members and 11 were nonmember banks. 

Maryland 

Exports of Maryland tobacco formerly accounted for a 
large portion of the total crop, but successively recurring ob-
stacles have all but eliminated that source of demand. The grad-
ual loss of the export market, however, did not have an adverse 
effect on Maryland tobacco, for increased consumption of Maryland 
tobacco in the manufacture of cigarettes took up the slack. 

Lending rates are mostly 6 per cent, although a few large, 
well-secured loans are made at 5 per cent. Washington and Baltimore 
banks and insurance companies are competing with local banks, offer-
ing rates of 4 and 4-1/2 per cent. 

The principal loan activity at the present time is the 
financing of automobile purchases and personal loans, but neither 
of these outlets calls for any substantial volume of credit. Some 
banks could further increase loans on real estate but for the fact 
that such loans are already up to the legal limit, while other banks 
are quite actively competing for IHA business. 

A few nonmember banks expressed some interest in member-
ship for prestige purposes. These particular banks, however, con-
sidered the prestige of the "National" designation to be paramount 
to that of "Member of the Federal Reserve System". 

ATLANTA 

During February 23 banks were visited, of which 10 were 
members and 13 were nonmembers. 

Officers of the New Orleans Branch visited six member and 
twelve nonmember banks located in the State of Mississippi. 

The territory visited has experienced unusually cold weather 
this winter. The bankers interviewed believe that the boll weevil and 
other insects harmful to cotton were destroyed by the hard freezes of 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-12-

116 
R-629-a 

the past few weeks, and good crops for the coming season are ex-
pected. Cattle raising is increasingly important as a source of 
income to the farmers in the area visited. It was reported that 
no important losses of cattle had resulted from exposure to the 
cold, 

A large member bank of Miami, Florida, has made available 
to the Federal Reserve Bank the results of a confidential survey of 
the damage to Florida citrus and vegetable crops occasioned by 
freezing weather in January. The survey indicated that an esti-
mated 50% to 60% of the orange crop may have been destroyed, and 
that as much as 40% of the grapefruit crop may have been severely 
damaged, The financial loss is, of course, not nearly so great as 
that indicated by the destruction of the crop, for the reason that 
the price of citrus fruit has a little more than doubled since the 
freeze. 

CHICAGO 

During the month of February 11 member banks and 4 non-
member banks were visited, a total of 15 banking institutions. 

The movement on the part of banks in establishing small 
or personal loan departments continues. Three bankers expecting 
to open such departments in the near future called at this bank dur-
ing the past week for the purpose of obtaining information relative 
to handling these loans. Some of the banks are adopting a plan in 
connection with their small loans under which a co-signer is not re-
quired and on which a flat service charge of $>5.00 is made regard-
less of the amount of the loan, the notes being discounted at the 
legal rate of interest, A large finance company will establish five 
branches in the city of Chicago for the purpose of making small 
loans; this is a result of the activity on the part of banks in the 
installment loan field. Bankers seem to be of the opinion that long-
term loans and consumers' credit are the only fields in which the 
large city banks can expect to increase their loans materially. As 
an illustration of the difficulty in keeping funds invested, one 
banker cited the fact that, notwithstanding they had loaned 
$25,000,000 during 1939, their loans had shown an increase of only 
about #200,000. 

Operating ratios of member banks for 1939 are being pre-
pared in this bank and will be ready for distribution at an early 
date. 

The following comments and criticisms were heard during 
the month; 
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{a) Public service provided by banks: 

One bank by diminishing its service to the com-
munity could reduce its expense in handling savings 
deposits by 50 per cent if it were to eliminate the 
accounts less than $100, which represent about 4 per 
cent of its total savings deposits. 

A number of banks feel that it is an imposition 
to be asked to handle food stamps in connection with 
the distribution of surplus commodities. 

(b) There seems to be a recurrence of complaints re-
garding the operation of currency exchanges in Illinois, 
especially in those instances where customers are per-
mitted to check on the exchange. 

(c) One banker suggested that the Open Market Commit-
tee diversify its portfolio by buying some Treasury 
bills—the committee could let these bills run off or 
dispose of them and thus be in a position to take care 
of any upset condition in the bond market. Another ex-
pressed himself as feeling that there should be a free 
gold market and that the public should again be allowed 
to have gold. Another stated that he felt that no one 
in his city had "any kick coming", as business is fairly 
normal; his bank made more money in 1939 than it did in 
1929. 

(d) At a group meeting in Iowa there was more complaint 
than for some time concerning competition from Govern-
mental loan agencies, the statement being made that the 
supervisor in charge of the district was instructing 
the local managers of the Production Credit Corporation 
to "forget the small $500 and $1,000 loans and get the 
loans that the banks have." Another banker stated that 
one agent of the Production Credit Corporation secured 
a list of his borrowers and made a canvass among them 
for loans. On the other hand, a representative of the 
State Banking Department of Indiana informed us that 
there is less complaint than formerly about Government 
competition in the loaning field among the banks with 
which they come in contact; these banks apparently have 
become convinced that they must solicit loans just as 
they solicited deposits in the past. He stated that the 
State banks of Indiana are making more money than they 
have in some years past. 
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ST. LOUIS 

During the month of February, 101 banks were visited of 
which 23 were members and 78 were nomnembers. 

With few exceptions, Arkansas banks reported a success-
ful year. A number are improving their quarters, some by purchas-
ing new buildings, others by reconditioning the present ones. 
Preferred stock is being retired. Loans carry rates of from 3"ft to 
10%. Interest on time deposits ranges from 1% to 2-1/2%. Numer-
ous complaints against Government lending agencies were registered. 
Some par nonmembers manifested interest in membership. However, 
most of tho nonpar banks are reluctant to give up exchange on cash 
letters, which income they claim is necessary to the successful 
operation of their banks. The banking outlook for 1940 is in the 
main optimistic. 

MINNEAPOLIS 

During the month of February 24 banks were visited, of 
which 13 were member banks and 11 were normiember institutions. 

KANSAS CITY 

During February 55 banks were visited, of which 26 were 
member banks and 29 were nonmembers. 

Most of the bank visits were in southern and eastern 
Oklahoma. Banks and insurance companies are rather aggressively 
encouraging tenant farmers to buy small farms, mostly from insur-
ance companies. The Farm Security Administration is also cooper-
ating. 

Some Oklahoma banks were found that have suffered appre-
ciable losses in deposits in recent years. In one bank, deposits 
were 40 per cent under those of a year ago due to oilmen moving to 
Texas and Illinois fields. In the case of another bank, deposits 
last December fell off nearly one-third of a million dollars due 
to withdrawals on account of the new law that would tax bank de-
posits. In southern Oklahoma it is said oilmen are transferring 
their residences to Texas and shifting their bank deposits to that 
State. More recently it has been established that a nonresident 
can leave his money on deposit in an Oklahoma bank and not be taxed 
and it is now believed that some of this money may return. Late 
in February the State Supreme Court upheld the new intangible tax 
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law which, among other things, attempts to tax cash on hand. Since 
United States notes—commonly known as Greenbacks—and Federal Re-
serve notes are direct obligations of the United States, interest-
ing developments may result from this decision. 

Up to a few weeks ago it had been believed that the State 
of Oklahoma could not issue nonpayable warrants when there were no 
funds to pay accruing obligations. But the State Supreme Court-
held such warrants could be issued to the amount of the difference 
between the funds duly appropriated by the legislature and the cash 
funds on hand to meet such appropriations. These nonpayable war-
rants bear 4 per cent interest and are paid out of tax receipts in 
the order they were issued. By the end of February such warrants 
to the amount of more than four million dollars had been issued, 
These warrants have been eagerly sought after by banks, insurance 
companies, and other investors. 

DALLAS 

In February 76 banks were visited, of which 54 were mem-
ber banks and 22 were nonmember banks, 

One uninsured nonmember bank in this area, with deposits 
in excess of $6,000,000, was reported to be paying one-half of one 
per cent interest on daily balances of its correspondent banks. 

Banks reported their earnings for the year 1939 showed an 
increase over the previous year. While agricultural and livestock 
producers have suffered from the effects of two years of drouth, 
general business conditions have remained fairly stable and satis-
factory, due partly to the direct and indirect stimulation derived 
from the activities of local oil fields and refineries. 

No complaints were voiced by the visited banks in regard 
to their Federal Reserve relationships, but a few repeated the oft-
heard criticisms of the competitive activities of Governmental lend-
ing agencies. 

Generally speaking the demand for credit in this section 
shows a tendency to increase. Cattle raising is gradually giving 
place to stock farming, creating new avenues for the extension of 
bank credit. Interest rates currently paid on time deposits range 
from 1 per cent to 2 per cent. 

The change in the uniform instructions governing the pro-
test of dishonored cash items seems to be meeting with almost uni-
versal approval in this section. 
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In McLennan County the Farm Security Administration has 
inaugurated its first important experiment, so far as Texas is con-
cerned , in converting tenant farmers into farm owners through the 
purchase of a large tract of land which it is cutting up into blocks 
of 100 acres and selling to tenant farmers on long terms. It is 
estimated that the Government spends from $10,000 to 111,000 on each 
farm, including the cost of the land and improvements, before sell-
ing it to a farmer. The latter rents the farm from the Government 
for the first five years, paying his rent in the form of a percent-
age of his crops. At the end of that period if he has met the 
rental requirements he receives a deed to the farm and is allowed 
up to forty years to pay for it. In one community nineteen farms 
have been contracted for on this basis, but some doubts arc ex-
pressed by local bankers as to the ability of the tenant farmers 
to carry out their contracts successfully. 

SAN FRANCISCO 

During the month of February 17 banks were visited, of 
which 12 were member banks and 5 were nonraember banks. 
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PUBLIC RELATIONS ACTIVITIES OF FEDERAL RESERVE BANKS 

February 1940 

Federal 
Reserve Visits to Banks Meetings Attended Addresses Made 

Bank Member Nonmember Total Number Attendance Number Attendance 

Boston 17 - 17 - - 3 127 
New York 149 60 209 13 3,815 — 

Philadelphia 80 46 126 6 2,485 &i/ 700 
Cleveland 103 79 182 5 3,022 9 926 

Richmond 24 11 35 6 2,700 3 280 
Atlanta 10 13 23 1 80 3 200 
Chicago 11 4 15 4 1,650 3 440 
St. Louis 23 78 101 8 2,190 7 519 

Minneapolis 13 11 24 8 1,755 4 260 
Kansas City 26 29 55 4 1,708 1 50 
Dallas 54 22 76 10 5,100 2 2,200 
San Francisco 12 5 17 10 545 1 20 

•i/ Includes one radio speech for which 
no audience number could be reported. 
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